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Turnover and Length of Service of Salesmen 


By Royat Parkinson, Manager of Personnel Activities, American Optical Co. 


There may be some question as to proper definition of labor turnover. The force 
index is more important than labor turnover because it directs attention to the people 
now on the force who are earning company profits rather than to those who have left 
and have caused losses. However, the story of the turnover definition used herein is 
as follows: 

A number of definitions of turnover are in use. The report could not present them 
all and has therefore made use of the one which appears to be the most widely used 
and which is used by several organizations which regularly collect turnover data. The 
rcport does not wish to claim that this is the only proper definition for the needs of 
individual concerns. 

Among the alternative definitions, there is one which pays no attention to losses 
whatever but takes account of replacements only. Others take into account only a part 
of the losses, omitting those which are considered necessary, such as departures from 
temporary work or those due to death and marriage and other supposed unavoidable 
reasons. 

For a definition capable of application to all conditions the one used in this report 
seems most suitable. It gives to major executives a picture of all losses and permits 
them to analyze the reasons and judge for themselves which ones are necessary and 
which ones can be avoided by attention and planning. 

To use terms which have a complicated definition and do not convey a clear and 
complete picture of what has actually happened is a handicap in reporting to major 
executives whose constant attention is not on the subject of labor. Also improvement 
in personnel conditions is dependent largely upon having the entire supervisory force 
understand what is meant by such an index as turnover. The more complicated the 
definition the more difficult it is for these men to understand. 

The replacement definition has the disadvantage that it is capable of indicating 
perfect labor conditions when as a matter of fact the conditions have been unfavorable. 
It is a definition which penalizes the concern which does the better hiring or has attained 
the better conditions for a stable organization in favor of the concern the nature of 
whose business under present policies results in hiring and laying off as peak loads occur. 

This report aims merely to state the facts found and the way in which they are 
found. The reader will probably find the force index a much better guide than labor 
turnover. Both used together give a useful picture. 


INETY-NINE selling and distribution organizations reported their per- 

sonnel experience for the year 1926. These organizations represent a 
little more than 66,000 workers. ‘The returns show a clear tendency for per- 
sonnel conditions to be more favorable among the small forces. The returns 
suggest also an important opportunity to effect improvement in distribution 
through better personnel records and through careful attention to the per- 
sonnel feature of that function. 

The concerns participating in the canvass distribute a wide variety of 
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products. They include for instance six public utilities, eight insurance con- 
cerns, five oil concerns, four department stores. Many of these concerns have 
national distribution systems of branch houses, others have only salesmen. 
The returns have been classified according to the size of the distribution or- 
ganizations because there appeared to be no consistent tendency under classi- 
fication by product or by method of distribution. 

The largest group of concerns reporting is of small forces, size A, but 
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their total of employees reported is not as large as in the other groups. The 
large forces, size D, although fewer in number of returns, account for by far 
the largest number of employees. They report 56,774 employees; size B 
forces total 6,506; size C, 1,417, and size A, 1,689. See Figure 1. It should 
be noted that even size A and B distributing organizations include some of the 
most widely-known concerns in the country. Also it is well to keep in mind 
that concerns having very large production forces often have only small dis- 
tribution forces of their own. 

The outstanding observation from the canvass is that personnel condi- 
tions are least favorable among the larger forces as a class, and most favorable 
among the small organizations. Distribution evidently is not immune from 
the problems of “distance” between employer and employee in large organi- 
zations, which production organizations have experienced in the past and have 
largely overcome, 
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Personnel Conditions as Reflected by Labor Losses 


The combined losses for the year reported amount to as much as 29,249 
employees. 

Executives who give close attention to their personnel conditions are 
familiar with the term “labor turnover” as one index of conditions in their 
organizations. ‘Labor turnover” is the total annual loss of workers expressed 
in percentage of the average force and as used here includes losses for what- 
ever reason. 

In comparing one concern’s experience with another’s one likes to know 
what is the best experience of all, as evidence of an ideal condition which has 
been demonstrated as practical of attainment. The best records found in the 
several groups of concerns reporting are therefore pictured herein. The low- 
est labor turnover in most cases will reflect the best personnel conditions. 

Fifty size A forces, that is the smallest ones, show a best turnover of no 
losses ; twenty-eight medium size forces, size B, show a best turnover of 1 
per cent; nineteen large distribution organizations, size D, have a best turn- 
over of 14 per cent. 

It is also useful to those concerns whose experience is not close to the 
best, to have another mark to test themselves by—a mark to which alibis can- 
not well apply. For this purpose, the “characteristic” turnover for the group 
is shown. The term “characteristic group turnover” will be used in this re- 
port to indicate the turnover percentage less than which, and therefore better 
than which, three-quarters of all the organizations report their experience. 

The characteristic turnover of the smaller forces, size A, is 15 per cent of 
the force lost per year. The characteristic of the medium size group is 34 per 
cent turnover and the characteristic turnover of the group of large concerns is 
54 per cent lost during the year. 

Not only are the characteristic turnovers greater as the size of the force 
increases but the extreme high and extreme low turnovers for each group 
move upward among the larger forces. 

Size A forces are those employing less than one hundred in their dis- 
tributing organizations and size D are those reporting over one thousand em- 


ployees. B is the principal intermediate size, as there are only two size C 
concerns. 


Personnel Conditions as Reflected by the Force Index 


Turnover is a test which can and should be applied to any employer-em- 
ployee relations, and which is as useful an index in distribution organizations 
as it is in production and merchandising organizations. 
losses, however. 

An index which reflects the quality and stability of the force at work is 
desirable and data for such an index was reported by eighty-five concerns for 
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38,000 distribution employees. This is the index which divides the force into 
two parts,—the portion experienced a year or longer on the force, on the one 
hand, and newcomers having less than a year of experience with the concern, 
on the other. The figure used herein as the force index is the percentage of 
the force which on December 31, 1926 had been in service one or more years. 
A high percentage, in using this index, shows good personnel conditions in the 
force. For this reason the highest figure is reported herein for each group, as 


TOTAL FORCE PEIPCENT OF FORCE EXPEMEMEN 








REPORTED &r AT LEAST 1 YR. - MAK. FOR 
48-A- CONCERNS. REPORTING LESS THAN 100 PERSONS 4657 612 Yq OF 
NUMBLe aed ; CONCERI*; 
oF 24-B-CONCERNS REPORTING 100 70 550 PERSONS S450 4 
CONCERNS 2-C CONCERNS REPORTING S50 TO 1000 PERSONS 14/7 16% 
44-0 -CONCERNS REPORTING /000 TO 1/0000 PERSONS| 29679 416% 
4 
rf INDICATES % OF ALL CONCERNS (N THE GROUP 
60 
48 SIZE A CONCERNS 
——— 
410 ea 
AREA TO LEFT OF CURVES INDICATES THE PROPORTION OF THEIR ae: 
FORCES WHICH ARE EXPERIENCE O BY AT LFAST ONE YEAR OF x 
SERVICE FOR EACH GROUP OF CONCERNS AREA TO RIGHT \ 
SHOWS PROPORTION OF NEWCOMERS IN THE FORCE .s 
30 ‘, 
24 51ZE. @ CONCERNS a | 
20 


10.) sI2E D CONCERNS a 





. Re 

—- a ~ 

L 
ees i = 
D ae a6 4 s 
8 . 

o + By | i 

70 zo 3° ao 50 £0 sa) 3¢ 90 /CO 

Z OF THE FORCE EXPERIENCED BY AT LEAST 1 YR CERUVICE 


Ficure 2. Composition or DisTRIBUTION ORGANIZATIONS. Dec. 31, 1926, By TERM OF 
SERVICE: THE Force INDEX. 


the best ideal to aim for with confidence that it has actually been attained. 

Forty-eight small forces, size A, show a best index of 100 per cent of the 
force in service a full year. Twenty-four medium forces, size B, show 98 
per cent as the best index. Eleven largest forces show a best index of only 
70 per cent of the force experienced a full year. See Figure 2. 

A “characteristic force index” is also reported for each group, in the in- 
terest of readers who wish to compare their experience with a mark attained 
by enough other concerns, to eliminate the possibility of special conditions 
governing the attainment. This group characteristic index is the force index 
higher than which, and therefore better than which, three-fourths of all the 
organizations report their experience. 

By this test also the showing is best on the part of the small forces and is 
most unfavorable among the large forces as a group. The small forces show 
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a characteristic force index of 81 per cent experienced at least a year. The 
medium-sized forces, show a group characteristic index of 71 per cent. The 
group of eleven largest forces show a characteristic of only 46 per cent of the 
force experienced a full year. The 46 per cent force index means that the 
other 64 per cent of the force were newcomers during the year! 

Here also it will be found that not only the characteristic index but the 
maximum and the minimum indices of individual concerns in each group are 
less favorable among the large forces reporting. Charts and tables are at- 
tached, indicating these conditions in more detail. 


Can Large Forces Expect Better Conditions? 


Whether the unfavorable personnel experience is a necessary concomitant 
of large size is a natural question. The answer to this is found in the range 
figures both for turnover and force index. In the size D or largest distributing 
organizations are found a number of concerns showing very favorable experi- 
ence and others showing extremely poor experience. Apparently the differ- 
ence can be accounted for only by difference in management. It is more than 
likely that the true difference is not in management ability but in management 
attention to the personnel aspect of distribution. At least it is very obvious 
that the more unfavorable experience is not a necessary result of the size of 
organization. 

It can hardly be doubted that concerns whose organizations are made up 
of only 46 per cent experienced force and 54 per cent newcomers are function- 
ing wastefully, for too much effort is necessarily applied to adjusting to new- 
comers rather than in serving the customer. 

TABLE 1. TURNOVER EXPERIENCE IN THE DISTRIBUTION ORGANIZATIONS OF NINETY-NINE 


CONCERNS FOR THE YEAR 1926, MEASURING TOTAL LABOR LOSSES IN 
TERMS OF THE AVERAGE FORCE. 





Size A Size B Size C Size D Salesmen Insurance 
less 100 550 1000 only Companies 
than 100 to 550 to 1000 ormore A,BandD 








Group Character- 
istic Turnover 
below which 
three-fourths of 
the concerns in 
each group are 
oS ee 15% 34% Too few 54% 25% 43% 

Range of turnover 
for each group, 
showing the 
lowest or best in 
each group .... 0-44% 0-380% 21-23% 13-133% 0-380% 0-54% 

Number of con- 
cerns reporting 
in each group.. 50 28 2 19 18 11 

Number of distri- 
bution employees 
reported ...... 168 6506 


1417 56,774 4522 


30,936 
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The first step in good personnel management for large distribution forces 
is good personnel records. From that point forward attention to the personnel 
feature of distributing organizations may be depended upon to follow, for the 
facts revealed become interesting. And with attention many different ways 
to eliminate “distance” between employer and employee will come to the minds 
of sales executives. Attention to this subject seems certain to result in reduc- 
tion of waste, increase in economy, and improvement in service. The response 
to this canvass discloses that good progress in the matter of personnel records 
for distribution organizations is already being made among the member con- 
cerns reporting their experience, and yet that there appears opportunity for 
progress in the direction of continuous analysis of personnel conditions. 


Scope of the Returns 


A total of 124 concerns cooperated in this canvass. Data was not com- 
plete enough in 25 cases to be used. In some cases, however, the lack of data 
reflected only doubt as to whether the type of concern was intended to be in- 
cluded. 

The absence of data in so many cases suggests that the practice of keep- 
ing records for executive information concerning the personnel aspect of dis- 
tribution organizations is not entirely general as yet. 

Eighty-eight of the concerns reporting have their headquarters in the 
eastern states. Many of these, however, have nation-wide organizations. Fif- 
teen concerns are located in the Middle West, two in the Southwest and four 
in the South. Thirty-six of the concerns reporting have wholesale branch 
houses, totaling four hundred and forty-three in number, Twenty-five con- 
cerns reported retail branch houses. 


Report for Salesmen Only 


The general plan of this survey is based on the consideration that em- 
ployees engaged in order-entering, handling stock in wholesale houses, billing, 
etc., although auxiliary to direct salesmen, play an equally important part in 
distribution service to the customer and that therefore the personnel condi- 
tions among these as well as among the direct salesmen, are important enough 
to warrant information in the hands of executives. Eighteen concerns, how- 
ever, reported for salesmen only. These figures are included in the preceding 
report and they may be of interest as a separate class. They include prin- 
cipally size A and B forces but one size D force is also among them. These 
concerns represent 4,582 people. The characteristic turnover for this group 
is 25 percent. Twelve of these concerns reported their force index also. The 
characteristic force index of this group is 85 per cent, stable force. There is 


a very wide range of turnover and force experience among this group, as will 
be seen in the tables. 

















TURNOVER AND LENGTH OF SERVICE OF SALESMEN 161 


Report for Insurance Companies Only 


Enough insurance companies reported to make it possible to make a sep- 
arate analysis which may be of interest to them. Consequently the following 
data is submitted : 

Thirteen concerns responded, although two of these did so without sup- 
plying data. Eleven of these were able to furnish turnover data and six fur- 
nished information which permitted figuring a force index. These eleven in- 
TABLE 2. COMPOSITION OF THE DISTRIBUTION FORCES OF 85 CONCERNS ON January 1, 


1927. THE FORCE INDEX SHOWING THE PERCENTAGES OF THE FORCE 
IN SERVICE AT LEAST A YEAR. 





Size A ~ Size B J "Size Cc Size D Salesmen Insurance 
less 100 550 1000 only Companies 
than 100 to-550 to 1000 or more 


Group Character- 
istic force index 
better than 
which three- 
fourths of the 
concerns in each 
group show ... 81% 71% Too few 46% 15% 4% 

Range of force 
index for each 
group, showing 
the higest or 
best in each 
cc  ——— 32-100% 34-98% 21-23% 27-70% 0-62% 17-62% 

Number of con- 
cerns reporting 
in each group.. 48 24 2 11 14 3 

Number of dis- 
tribution employ- ‘ 
ees reported ... 1657 5450 1417 29,679 4227 25,118 

These percentages subtracted from 100% will show the*percent of the force which 
is composed of newcomers with less than a year of service. 











surance concerns represent distribution organizations of 30,936 employees. 
The characteristic turnover of this group was 42 per cent and the character- 
istic force index for the group was 56 per cent. 

While the group experience for these insurance companies appears per- 
haps less favorable in general than for other commodities there are individual 
concerns showing reasonably favorable experience. If insurance companies © 
should make studies of their own industry, the suggestion is offered that a 
distinction be made between part-time salesmen and full-time salesmen when 
collecting data, also that there be a clear definition whether employees of gen- 
eral agencies are included or are not. It appears to be the practice in this in- 
dustry for the insurance concern to contract with general agents for results 
but to receive no report from general agents as to their personnel experience. 
The proportion of concerns in this industry whose records do not permit ob- 
taining a force index appears rather high. 








Stock Ownership by American Wage Earners 
By Epwarp S. Cownprick 


Ww ARE talking and thinking much on the subject of waste in industry. 

To me has been assigned the task of discussing the problem faced by 
industrial management in dealing with one of the most perplexing and least 
measurable of all wastes—the waste of labor. At the very outset let it be 
clearly understood that this subject, in a comprehensive sense, is quite beyond 
the scope of a single brief paper. I shall therefore confine what I have to say 
to one aspect of the problem and to one step toward its solution. 

Modern machine production, to which we owe most of the material prog- 
ress we have made since the beginning of the nineteenth century, has brought 
some troublesome by-products. One of these is the separation of the laborer 
from ownership of tools and plant. This, taken together with other develop- 
ments, such as minute sub-division of processes, has resulted in a noticeable 
decline in craftsmanship and in interest in the job and has led to a need for 
new incentives. Industry and society are facing the problem with no thought 
of a backward step. A return to the methods of bygone days is unthinkable. 
Instead, we see now, with increased production and increased earnings of 
labor, a tendency toward diffusion and democratization in the ownership of 
the plants and machinery to which the worker is bound by the very nature of 
his job. The craftsman whose grandfather owned a wagon shop is likely now 
to own shares of stock in an automobile company. 

This diffusion of ownership has been given impetus by the practice of 
many corporations of selling their stock on favorable terms directly to their 
employees. The industrial relations section of Princeton University, in a 
study under the direction of Dr. Robert F. Foerster, found that the employees 
of more than 200 reporting companies own or had subscribed for stock worth 
more than $700,000,000. It is likely that if full reports could be secured the 
holdings of employees in the stock of their own corporations would fall not 
far short of a billion dollars. 

In seeking the cause of this rapidly spreading movement, we should rec- 
ognize at the very start that stock distribution is not mainly a philanthropic 
gesture by employers. It is true that a benevolent interest in the welfare of 
employees is sometimes a minor motive, but for the real origin of the move- 
ment we must look elsewhere. 

Stock participation by labor probably would not have been thought of 
(certainly it would not have attained its present proportions) but for the un- 
exampled prosperity of the American worker. The wage earner has shared 
in the vastly increased productiveness of industry so that he not only has the 
purchasing power by which that productiveness to a great extent in main- 
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tained, but often has a surplus for saving. Largely to this surplus may be 
attributed the growth of labor banks, union life insurance companies and 
labor investment corporations, as well as the development of stock subscrip- 
tion plans by employers. 

The employer not only is interested in helping the wage earner invest the 
surplus he has happened to accumulate. He wants to encourage him to save 
still more. For, whatever may be the theories of economists as to the relative 
value of spending and saving, the manager of industry has many proofs of 
the desirability of thrift, and has thus far no cause to fear that the ordinary 
American worker will save too large a part of his earnings. 

To this desire to encourage saving and investment there often is added a 
purpose to promote interest and loyalty through the wage earner’s feeling that 
he is a partner in the enterprise and a part owner of the company. That this 
purpose has been attained, at least in many companies, there is ample evi- 
dence in the testimony of employers and employees alike. 

It is probable that there have been other causes for the growth of stock 
distribution, among them the desire to tap fresh sources of capital and the 
expected advantages of wider diffusion of corporation ownership. 


Tendencies in Stock Distribution 


Turning now to the results of stock distribution and to the tendencies 
thus far observable, we may as well face first a controversial question. Is 
stock ownership by employees gradually transferring to labor the control of 
industry? In a few companies employees already own a majority of the 
stock; in others a substantial minority. Mathematically, it is quite possible 
that in the not distant future many of the large corporations in the country 
may be owned mainly by the people on their payrolls. But this result, if it 
comes, will not necessarily mean a change in control. Scattered stockholders 
own the majority of the shares in many corporations, but they do not thereby 
control them. It is perfectly well understood that management in the typical 
large concern is practically self-perpetuating, so long as it is reasonably suc- 
cessful, and that it need not represent ownership of more than a respectable 
minority of the stock. Moreover, it should be remembered that when a cor- 
poration counts up the number of shares that are held by employees it usually 
includes the holdings of its officers, which are likely to exceed in an amount 
per capita those of the rank and file. There is yet another factor that works 
against ultimate control of industry by labor through stock ownership. This 
is the increase in capital investments, which may be assumed to be more rapid 
than the increase in the savings of workers. Control of industry by labor, if 
it should ultimately come through the slow and enlightening process of saving 
money and buying shares, would not involve anything particularly alarming. 
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It might, in fact, be beneficial. However, it seems unlikely that this control 
will be attained in any period immediately in prospect. 

‘But if stock participation does not mean an early control of industry by 
labor, it means other things not less important because less spectacular. We 
have seen that it promotes the diffusion of industrial ownership—itself a sig- 
nificant tendency and one generally approved as advantageous to industry and 
to society. Probably this very diffusion of ownership makes it easier for the 
management of an enterprise to retain control, since there is less opportunity 
for the concentration of dangerous holdings in the hands of a hostile minority. 
At the same time the management is likely to give more regard than otherwise 
it would to the needs and opinions of the small stockholder, and especially 
of the small stockholder who is also an employee. I realize that it is here 
difficult to determine what is cause and what is effect. But it is significant 
that most of the companies that have operated successful stock participation 
plans have also adopted advanced and liberal methods in other relations with 
labor. It may be expected, moreover, that the spread of stock ownership will 
stimulate the tendency already manifest to take stockholders, wage earners 
and the public more fully into confidence regarding the internal affairs of 
corporations. 

Closely connected with the developments just mentioned is another ten- 
dency not yet clearly observable and lying mainly in the realm of probability. 
Of late there has been much argument over divided policies of prosperous 
corporations. By some critics it is claimed that too small a portion of avail- 
able profits is distributed to stockholders. The rapid increase in the number 
of small investors, many of whom are not troubled by surtaxes on their in- 
comes, may be expected to result in an increasing pressure for dividends. 
This pressure will scarcely be ignored by boards of directors, especially if 
much of it is exerted by stockholders who are also employees. 


Interest of the Worker in Economics 


But the reaction between small stockholders and controlling management 
will scarcely be all in one direction. As directors become more sensitive to 
the opinion of wage earners and investors, it is to be expected that the latter 
will acquire a greater knowledge of and sympathy with the problems of busi- 
ness and a better understanding of economic truths. Exactly this thing is 
happening. Do you think the workingman is not interested in economics? If 
you do, then go out and get acquainted with him. The trouble has been that 
too often the stuff fed to him is neither good economics nor good citizenship. 
The closer relationship between industrial workers and industrial manage- 
ment that is being fostered by stock participation is bringing more accurat 
knowledge and better understanding on both sides. 

Whatever may be the effect of this knowledge and understanding upon 
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the psychology of the employer, there is little room for doubt that upon the 
mind of the worker it has been a steadying and conservative force. The 
American workingman is not usually radical. Still less is he likely to be 
radical when he is informed upon the facts of business and especially when 
he feels himself a financial sharer in the prosperity and adversity of industry. 
Along these lines lie important consequences not only for the individual cor- 
poration but for the American government and for the capitalistic system. 

I ought not to close even this necessarily brief and incomplete discussion 
without a reference to some of the dangers involved in stock participation. 
These dangers are real and serious ; sometimes they are sufficient to set up a 
bar to the adoption of a stock plan in a particular company. Most grave of 
all is the danger that workingmen will be encouraged to put their savings 
into securities of doubtful or speculative value. The so-called business man’s 
investment is not for the wage earner. It is probable, in fact, that com- 
paratively few corporations ought to offer their common stock to employees. 
Especially is this caution needed in a period of generally high stock prices. 
To offset this danger, there are alternatives and safeguards, applicable to some 
companies, which must here be passed by for lack of time. 


Danger of High Pressure Salesmanship 


Another danger is that of too much persuasion. High pressure sales- 
manship should have no part in an employees’ stock campaign. On the con- 
trary, the employer should feel it a part of his responsibility to see to it that 
the worker does not undertake impossible or harmful burdens and buy stock 
at the expense of his family’s comfort. 

Another pitfall to be avoided is that of unwise confusion of stock par- 
ticipation and profit sharing. I realize that here I am in conflict with many 
industrial thinkers; but I am convinced that at least for the rank and file of 
wage earners stockholding is one thing and profit sharing is another and that 
they should be kept separate. 

Lastly, there is the danger of so administering a stock plan that workmen 
are taught things about economics that are not true. Here lie peculiarly in- 
sidious temptations. It is so easy to give the wage earner a partner’s share 
in the profits of industry without giving him a partner’s share in the responsi- 
bilities. It is easy, for example, to guarantee the price of a stock or to insure 
the buyer against loss through declining markets—and when we do that we 
are destroying about 50 per cent of the good effects of stock ownership. On 
the other hand, there is the temptation to sell stock “with a string to it,” and 
deny the purchaser the very rights he is supposed to have acquired. There 
are other temptations involved in this matter of unsound economics and to 
resist them requires straight thinking and intellectual honesty. 

In dismissing thus briefly the dangers of stock ownership, I would not 








166 PERSONNEL 


leave the impression that they are insignificant. They are, in fact, worthy of 
just as much consideration as are the advantages. For many companies they 
are sufficient to bar the sale of stock altogether. 

Stock participation is not suited to all companies or to all circumstances 
or to all types of employees. Too rapid growth, involving unsafe schemes or 
ill-advised risks, would not be good for business or for society. But if wisely 
planned and administered and confined to the companies to which it is adapted, 


stock participation offers a powerful instrument for reducing waste of labor 
in industry. 


Teaching Salesmen the Mechanics of Selling * 


By H. G. Kenacy, Life Insurance Sales Research Bureau. 


we common or garden variety of books on salesmanship and the training 
of salesmen deals almost exclusively with the so-called principles or the 
steps in the selling process. 

The sales interview is given almost exclusive emphasis, though the many 
other factors in the total sales job are often equally important, and the inter- 
view itself is broken up into artificial divisions and discussed in abstract if not 
obscure terms. I have yet to see a book on selling which does not greatly 
over-rate the average salesman’s ability to apply glittering generalities to the 
rather drab specific situations with which he has to deal. 

Following the lead of the writers, the teachers of salesmanship, not only 
in schools but in Company training courses, have given major attention to 
abstract principles and to such artificial divisions of the sales interview as 
securing attention, arousing desire, getting conviction, the psychological mo- 
ment to close and other subjects which are not only limited as to possible ap- 
plication but are actually harmful, because they obscure the real problems of 
salesmen training. 

The theory of selling upon which most training courses have been built 
is that every sales interview presents a new situation different from every 
other which has occurred, especially because every prospect is different and 
must be approached and handled as a special case. The real fact is that the 
majority of elements present in any one selling interview for a particular prod- 
uct or line of goods, are also present in almost all other interviews. The same 
tactics, the same sales points which secure the order from one prospect will 
secure the order from seventy-five per cent of all prospects—outside factors 
being equal. This holds true almost equally well for every kind of selling, 


though it is probably more apparent in routine selling jobs than in “‘once-over” 
selling. 


* Presented before a conference held by the St. Louis Sales Managers’ Bureau. 
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From my study of the selling process, [ am convinced that selling is about 
go per cent habit and ro per cent conscious adaptation to the peculiar condi- 
tions of the specific selling situation. Regardless of the type of selling which 
the salesman is doing, an analysis will usually show that there are large num- 
bers of repetitive elements. The salesman does and says the same things over 
and over, day after day, in practically the same way. 

It is natural that this should be so, because our lives are governed almost 
altogether by habit. If this were not true, all of us would have a difficult job 
getting anywhere in this world. In fact, the more things we can reduce to 
habit or standard practice, the better off we are. There are some things which 
will always call for the exercise of intelligence, and the more things we re- 
duce to habit, the more we free our conscious energies to solve new problems. 

Illustrations of the power of habit in our lives come to us every day. I 
find, for example, that I tend to drive from my office to my home, a distance 
of eight miles through some of Chicago’s worst traffic conditions, without 
giving a thought to my immediate surroundings. This is so much the case, 
that if I have determined beforehand to go some place other than home, or to 
go home by a different route, I usually find myself traveling the habitual route 
and often arrive home before I realize that I have failed to do what I had 
planned. 

I make this observation about the power of habit in our lives because I 
firmly believe we can have no successful selling plan and no successful plan 
of training salesmen that is built on the theory that every prospect and every 
selling situation is entirely different and requires different tactics. It is true, 
of course, that buyers differ from each other in important respects and that 
for some purposes their differences are more important than their similarities ; 
but it is also true that all prospects are alike in mote respects than they are 
different ; and that these similarities are more important in selling than are 
the differences. In other words, by giving attention to the ways in which 
buyers are similar, we can teach salesmen to sell 75 per cent of their prospects, 
and it is, therefore, sensible from the practical point of view to forget the 25 
per cent, at least until the 75 per cent are sold. A salesman should be taught 
to perfect himself in the sales methods which reach the 75 per cent and not 
to worry about those whom these methods do not reach. 


Universal Appeals 


There is the best sort of evidence to support this point of view in train- 
ing salesmen. The whole theory and practice of advertising is built upon this 
idea. Advertisers appeal to the common interests and desires of the public. 
They use so-called universal appeals. Look at the methods used by the most 
successful confidence men. Mr. Maxwell, who was for years Vice-President 
and General Sales Manager of the Edison Company, once interviewed a num- 
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ber of confidence men in regard to their methods. They agreed unanimously 
that they had developed standard methods, had perfected themselves in the 
use of these methods, and that these methods worked as well on Broadway, 
New York, as in Podunk, Arkansas. 

The best proof of the validity of this point of view is that our very best 
salesmen in almost any line develop and use standard selling methods. It is 
true that if you interview these salesmen, they will tell you that they treat 
their prospects differently, but when you observe them at their work, as I have 
done for days and weeks at a time, you discover that their practice does not 
tally with their preaching. They do not even use different words in presenting 
their proposition. It may be that the opening remarks, touching upon some 
particular hobby or interest of the prospect, are varied to suit the individual, 
but when the actual proposition is broached, the same ideas, the same tactics, 
the same words come into play. Sometimes they vary the order of presenta- 
tion, feeling that a certain point will be more effective with this dealer than 
some other point, but in practically every case, the presentation as a whole 
is exactly the same presentation which he has used in every other interview. 
It seems to me that more and more progressive sales organizations are recog- 
nizing this fact. Selling life insurance, which, if anything, would be expected 
to be most individualized, is developing a remarkable body of selling practice. 
Not less than a half-dozen salesmen of various companies have tackled me 
since I moved to Chicago. Every one of them used the same sort of tactics in 
getting in to see me; every one of them offered to analyze my insurance situa- 
tion; four of them discussed the “seven functions of life insurance” ; and most 
of them used practically the same talking points throughout. 

It is perhaps true that some types of selling are more adaptable to stan- 
dard selling methods than other types, but I think it is important for us to get 
the point of view that there is a large percentage of repetitive, routine work 
in every selling job, and that we ought to reduce all such elements to standard 
practice, based on the best possible selling methods, and then build our train- 


ing courses with the primary objective of teaching salesmen to use these 
methods effectively. 


Good Selling Habits 


My thesis, therefore, is that the main function of salesmen training is to 
teach salesmen good selling habits, or rather to teach them the best possible 
selling methods, and then follow up the teaching until they have formed the 
habit of doing each element of the job in the accepted fashion. 

When I say we must teach salesmen good selling habits, I have in mind 
not only habits of action, but habits of language and habits of thought. It is 
beyond the limits of this article to discuss these various types of habits, but in 
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what I shall have to say about the mechanics of selling, I think it will be clear 
how this idea applies to the whole training problem. Habit is the big factor 
in all the elements of the sales job which are routine or repetitive in character. 

As applied to the presentation of his proposition, there are several 
habitual, mechanical functions which a salesman should be taught properly to 
perform. In most types of selling, for example, he should keep and use some 
sort of a prospect record. This record should contain the name and address 
of the prospect, printed so as to be legible, past business relations or the 
record of previous calls, the classification of the prospect, his credit standing, 
personal information about the prospect, and notations as to what the sales- 
man plans to do on his next call. The keeping of such a record on a standard 
form and the marking of that record so as to indicate the salesman’s plans for 
his next call, is a bit of mechanics which is highly important. I know sales 
organizations who make the planning of sales a primary element of the sales- 
man’s job, and make his call record so important a part of his total job that 
he gives a definite amount of time to it each day. The salesman who has such 
a record and who uses it in planning, approaches each call with a planned ap- 
proach and a planned presentation, with much greater prospect of success- 
fully presenting his proposition than if he had omitted the routine of record 
keeping and planning. 

To make still more clear what I mean by mechanics of selling, let us con- 
sider that we are talking about the work of the grocery specialty salesman, 
handling a line of 10 to 20 items. Let us consider some of the possible points 
of mechanics involved in his presentaation to the dealer. 


Keeping the Sample Case Neat 


In the first place, there is his sample case. In his training he should be 
given exact specifications as to the required condition and appearance of his 
sample case when he starts to work each morning. It becomes a matter of 
mechanics for him to keep the sample case clean, the brass polished, etc. He 
rust be taught to arrange his samples in a set, standard fashion—each article 
always in the same place so that he will not have to fumble about and waste 
time and motion in selecting samples of the goods to be presented. 

The condition, weight and appearance of samples can all be reduced to 
definite standards. A part of the routine should be that of renewing samples 
every few days or weeks, keeping them fresh and up to standard weight. 
Perhaps each sample should be wrapped or otherwise prepared in a definite 
way so as to be readily available for presentation to the dealer. A certain 
soap company requires salesmen to turn in the ends of the soap wrapper and 
paste the wrapper at the fold in such a way that the bar can be quickly 
slipped out and handed to the dealer. 


In the third place, there may be definite standards as to the salesman’s 
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equipment. The number and variety of samples which he shall carry can be 
determined for him, as well as the empty cartons or wrappers of larger sizes. 
The H. J. Heinz Company has standard equipment for sampling all of its 
products, such as thermos bottles, spoons, paper dishes, paper napkins, and 
crackers. All of the things which go to make up a salesman’s kit of tools 
ought to be definitetly standardized and their use specified. If he must carry 
scratch pad, price lists, collection record, receipt book, daily report forms and 
similar articles of equipment, they should all be specified as far as possible; 
each should have a definite place in the sample case or portfolio. 

Our grocery specialty salesman with his standard sample case, his equip- 
ment, and his record book, comes into the dealer’s store. He has been trained 
to do definite things in definite ways. If he is forced to wait a few minutes, 
he begins without hesitation and without stopping to think, to use his spare 
time profitably. He checks up on the dealer’s stock on the shelves. He selects 
from his advertising portfolio certain store signs or counter display pieces 
which he expects to use. He takes a soiled package of one of his products off 
the shelf and puts on a clean wrapper. He rearranges products on the shelf 
and wipes off the dust. 

When the opening comes for him to start his sales interview, he takes his 
sample case from the floor (he has been careful to put it where it will not be 
in the way), and places it on the counter directly between himself and the 
dealer, opening it up widely and lifting out the top tray so that his full line is 
immediately on display. He knows that this action gets attention, that it will 
enable him to marshal his samples quickly and properly for presentation or 
demonstration, and that he is exposing himself to business generally. De- 
pending upon his particular objective in this store, he may make a quick 
counter display by arranging certain products together in a group, or he may 
set up the large size cartons on the counter. 


Opening the Sales Interview 


Having done this, at the same time making some remarks which serve to 
arouse the dealer’s interest or curiosity—remarks he has been taught to use in 
practically every store—he picks up the sample of the product which he has 
selected for opening his sales interview. If the product has a wrapper or 
cover of any kind, or if it must be prepared in some way for presentation, he 
has been taught how to do this with the least possible lost motion or awkward- 
ness. He hands the sample to the dealer and begins the sales talk. If he has 
been well trained, he knows just exactly the selling points which he is going 
to use and he presents each point in the manner which he has been taught will 
get the best results in most cases. He may select a particular point for his 
opening because of some factor peculiar to this particular sale, but the actual 
message and the points of emphasis are standard. 
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Knowing that the dealer is interested primarily in profit, he takes his 
pencil and his scratch pad and starts to figure the cost price, selling price, 
turnover, per cent of profit, etc., turning sideways so that the dealer can 
follow the figuring. This pencil, by the way, has red lead in one end and blue 
lead in the other. The salesman uses the red end of the pencil to figure the 
cost and the blue end to figure the profits. 

This bit of mechanics, with its psychological elements, may close the 

If it does, or if it does not, the salesman next turns to advertising. 
Opening his advertising portfolio, he shows the dealer the copy running in 
the current magazines, forcing the dealer to read it by following the headlines 
and some of the copy with his pencil or finger. If local advertising is being 
done, he shows the newspaper copy or the car card, or reproduction of the 
billboard, quoting figures on local circulation or the circulation value of the 
various types of advertising done. 

In some cases, particularly if he is trying to introduce a new product, he 
conducts a quick demonstration for the dealer and the clerks and even, per- 
haps, for the customers who are in the store. To digress for a moment and 
use an illustration from our own business, a salesman may be trying to intro- 
duce “Star” Summer Sausage. He takes his sample, points out the attractive 
color and appearance, remarks about the appetizing odor which comes from 
the special curing process, and then he proceeds to cut the sample so that each 
one present may judge for himself as to the quality and the flavor. In cut- 
ting the sample, he calls attention to the way in which dry sausage should be 
cut for the trade. (It should never be sliced straight across, but at an angle 
so that the slices are larger and more of the surface of the product is ex- 
posed.) Securing a few crackers, he prepares tempting sandwiches for the 
dealer and the clerks, and as they eat he discusses the way in which this par- 
ticular product is manufactured, the quality of the ingredients, the uniformity, 


the extreme care in handling, and the other points which are indicative of high 
quality. 


sale. 


The soap salesman has excellent opportunities to use many tactical and 
strategical sales methods, mechanical in character, during the demonstration. 
I have seen a salesman, introducing white soap flakes, spread out a sheet of 
purple paper and then shake a quantity of the flakes on it to prove the purity 
and fineness of his flakes. Another salesman, confronted with the objection 
that his price was too high for the quantity of flakes in his package, tore off a 
large sheet of wrapping paper and dumped the entire package of flakes upon 
it. Spread out in such fashion, it looked like a tremendous quantity of soap. 


No dealer ever persisted in this objection after seeing such a convincing 
demonstration. 


I remember a food-products salesman who used a demonstration on 
catsup which was always effective. One of his sales points was that his par- 
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ticular brand of catsup was concentrated and contained little water. To prove 
this point he used to take a small blotter, shake a small quantity of the catsup 
upon it, and point out that only a small ring of moisture showed itself on the 
blotter. On the other end of the blotter he dumped an equal quantity of any 
other brand of catsup found on the shelves and was usually able to show that 
his brand was superior at least in this respect. 


Sales Strategy 


I could go on indefinitely with a description of bits of strategy, all mech- 
anical in nature, which are effective aids in selling and which salesmen should 
learn to do. For example, we teach our salesmen to write the dealer’s name 
and address on an order blank as he starts the sales interview. He may fail 
to make a sale and will, therefore, have spoiled an order blank, but this simple 
device helps him to make many a sale which he otherwise would lose. I have 
seen salesmen arrange a quick counter display, such as they have asserted to 
the dealer will help move the goods. Still others have found ways of getting 
pencil or pen into the prospect’s hands just before pressing for the close so 
that the move of presenting the order for his signature will seem all the more 
natural. The point in all this is, that we must find the best way of doing each 
of these mechanical things, and teach the salesman to do them in this way. 

My reason for dwelling for some time on these details of presentation 
rather than on the points which are usually discussed in this connection, is to 
show that for the purpose of training salesmen, the selling job must be broken 
upon into its specific elements, not just into the approach, presentation, etc., 
and that it must be taught element by element. This requires, of course, a 
careful analysis of the job and an equally careful analysis of the methods used 
by the most successful salesmen. 

As I said a little while ago, our job in training salesmen is to teach them 
good selling habits. In order to do this effectively, we must know and use 
the laws of habit formation. Psychologists tell us that if an act is once per- 
formed, it will tend to be repeated. They tell us, furthermore, that the proba- 
bility of any act being repeated depends upon the frequency with which it is 
performed, the recency of its performance, the intensity of feeling which ac- 
companies the performance, and finally, the satisfaction which results from its 
performance. In other words, if we want to teach a salesman good selling 
habits, we must first of all see that he not only understands the correct method, 
but uses it often enough and repeats the act in such quick succession that he 
sets up a definite motor pathway. Furthermore, we must use such devices as 
are at hand to make him realize the importance and necessity of following the 
instructions which are given. We must arouse in him a feeling of real value 
for the methods which we want him to use, because if he sets up his habit 
without that feeling of value, the habit will be more easily broken. Finally, 
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and perhaps most important of all, we must see to it that each sales habit 
taught the salesman brings satisfactory results. If the habit is a good one, 
it will bring such results. There is nothing that will more quickly bring a 


salesman to using the correct methods of selling than to find that these 
methods get the orders. 


Fundamental Steps in Training 


One more thought about methods of training. If we are to develop good 
habits in salesmen, we must follow the five fundamental steps which all good 
training requires. I have suggested the first. We must first of all break up 
the selling job into its elements in terms of specific selling practices, and then 
teach these elements, one at a time in the order of their importance or in the 
order of their teachability. Second, we must demonstrate for the salesman 
exactly how to perform each element of the job. We must be able, in fact, to 
show him a slow moving picture of his job, pointing out the simple as well as 
the more complicated parts and explaining why each thing is done in that par- 
ticular way. The next step in the process, of course, is to let the beginner try 
to do what we have shown him how to do. He can learn to do only by doing. 
Regardless of the excellence of our demonstration, he will make mistakes ; 
consequently, the fourth step in the teaching process is to point out his faults, 
correct his mistakes and redemonstrate those elements which are difficult for 
him to learn. By constant repetition of the second, third and fourth steps,— 
demonstration, trial, and correction,—we will bring the salesman to the point 
where he is ready to go on his own. Then, after a period of time, we must 
return to him for the fifth step in training, which we may call “follow-up.” 
That is, we must analyze his working methods, discover whether or not he is 
using the methods he has been taught, pick out his weaknesses, show him how 
to correct them, and continue this process of retraining until his faults have 
been eliminated. 


Basis of Training Program 


It seems to me it is time that sales managers generally should look at the 
training problem from the standpoint of furnishing salesmen with tools rather 
than rules, of perfecting them in the handling of those elements of the job 
which must be done over and over again from day to day. We have spent 
too much of our time talking about salesmanship in terms of the 10 or 25 per 
cent instead of in terms of the 75 to 90 per cent of the job. The hope for 
effective training as I see it, is to concentrate on those elements of the job 
which can be reduced more or less to a mechanical or habit basis, find the 
very best ways of doing these elements of the job, and make such methods the 
basis of our training program. 








The Rating Scale 


As Used by the Public Service Electric & Gas Company 
Essex Power Station 


By WILLIAM HALEy 


HE “Graphic Rating Report on Workers” as used by the Generation De- 

partment of the Public Service Electric & Gas Company of New Jersey, 
consists of a chart for each individual employee and the foreman of each de- 
partment is instructed to rate each of the employees who come under his 
direct supervision. 


The employee is rated in seven major qualities listed in the following 
order : 


. Ability to learn. 

. Quantity of Work. 

. Quality of Work. 
Industry. 

Initiative. 

. Cooperativeness. 

7. Knowledge of Work. 


ANREP sn 


To the right of each quality, is printed a line approximately five inches 
long. Under this line, at various distances, are printed the values of the quali- 
ties under consideration. 

The quality “Ability to Learn” is subdivided into five sections on the 
line indicated, as Dull, Slow to Learn, Ordinary, Learns with Ease, and Very 
Superior. The rater is requested to place a check mark upon the line, above 
and adjacent to the value to which the employee is justly entitled. Should the 
rater place a check mark directly above the quality valuation defined as “Or- 
dinary,” the employee should be entitled to a 50 per cent rating in the quality, 
“Ability to Learn,” due to the fact that the value, “Ordinary” happens to be 
midway between the extremes of the line. Should the rater place a check 
mark between the values, “Ordinary” and ‘Learns with Ease” the result 
would be approximately 62 per cent or 63 per cent. 

A scale is used to subdivide the rating line into 100 equal parts and the 
value is determined with excellent precision. As a rule the rater is unac- 
quainted with this feature of the rating system. 

Each quality is clearly defined to the rater, in a printed, standardized, con- 
cise manner and he is instructed to rate each individual with the standardized 
definition as a viewpoint. 

All seven qualities, of which only one is mentioned here, are averaged for 
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a final rating and the employee is allowed to view the result upon his personal 
request, but his co-workers’ final ratings are treated as confidential. 

On the reverse side of the rating blank there are printed spaces and forms 
for various remarks by the rater as regards aptitudes, ambitions, tendencies 
and educational trend as related to the employees’ particular trade. 

Concise instructions are printed on each rating chart for the convenience 
of the rater. 

In the early part of the year 1927, the initial step of installing the above 
mentioned system of employee rating was taken. Like all innovations in 
management a certain degree of dexterity or proficiency seemed to be lacking. 
The best that could be said of the first attempt, regardless of the accuracy of 
the results, we employees had an excellent opportunity to “See ourselves as 
others see us,” with an apology to the Scottish poet. 

From the first rating it was noticed that many employees took the ratings 
allotted to them as done in good faith and immediately a goodly number of 
them set about in the task of seeking advice in regard to improving their fail- 
ings as indicated in the graphic chart. The writer, employed in the past 
twenty years in many industries, has never before witnessed such favorable 
results with such a small incentive offered. 

Let us see what the employees think of the graphic rating scale as it is 
used by the Generation Department of the Public Service Electric & Gas 
Company of New Jersey. Probably the most interesting item is the fact that 


the most skeptical employee in the organization has expressed himself as 
follows: 


“The mere fact that the rating system has been installed, convinces me of the 
sincerity of purpose of the organization, in the employees’ welfare.” 


In the plant referred to, the element of human nature has been eliminated 
insofar as regards the employees’ fear of personal feelings of the rater enter- 
ing into his rating scale averages. Once every six months the employee is 
rated by a different superior. Extreme differences of opinion are investigated 
personally by the chief executive of the plant, in this case the chief engineer, 
and a fair and unbiased rating awarded the employee. This feature pleases 
the employees immensely. 

Lacking a standard by which to measure morale, the best statement pos- 
sible to offer is that the improvement in morale is immense. This is due to the 
fact that the employee tackles his job with the knowledge that he is now 
more under surveillance than in the past. 

It is noticed that when an employee is rated in the item, “Knowledge of 
Work,” as entitling him to 84 per cent, his natural response is “What? 
Only 16 per cent to go to attain perfection. Tell me definitely wherein I lack 
and I will attain my goal within a week.”’ It is very difficult for the employee 
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to understand that a standardized list of requirements as regards “Knowledge 
of Work” would greatly complicate the system when applied to repair work, 
though it could be applied to production or repetitive work with great facility. 


The writer can safely state that never in the history of the plant has 
there been manifested before such a great desire for more knowledge per- 
taining to the work involved. 


In a department of fifty electrical men many questions have been asked 
indicat ing that interest has been aroused and several men have made requests 
for wiring diagrams to take home to be studied, in order that they may better 
familiarize themselves with the work involved and obtain a better rating in the 
quality “Knowledge of Work.” 


Following are some of the viewpoints of the employees involved, offered 
for your consideration. 


“From now on it looks like a survival of the fittest.” 

“It sounds like the death knell of the seniority system.” 

“Now that our efforts will be appreciated, on paper at least, let’s show them what 
we can do.” 
“Guess I will have to start going to night school, or take up a correspondence 
course.” 

“Since a man is allowed to see his own rating only, those of mediocre ability who 
claim high rating averages, cause the system to be looked upon with suspicion.” 

I received a pretty low rating in Initiative last week and I am wondering how to 

improve it.” 


One of the employees claims that regardless of the final rating average 
he obtains, as long as he was rated by a certain foreman, he will have the satis- 


faction of “knowing that he got a square deal anyhow.” (What foreman or 
executive will not envy confidence such as this?) 


Without a doubt, the installation of the system is the greatest stride in 
personnel management since the advent of the employment interviewer. 


Right here it would be well to inject a personal opinion, that in every 
rating system pertaining to manual work, rather than clerical, the item of 
Safety be added. 


Several reasons why this quality should be added to every rating scale 
are as follows: 


It impresses the employee with what seriousness the management or organization 
regards safety. ; 

Since a great many employees are striving for a better rating average on the 
rating scale, they would consider this item more than ordinarily. 

Adding the item of safety would cost little, possibly nothing. . 

If it should compel one workman to think before he acted, in a situation which 
may save his life, the time of adding this factor is well invested. _ ; 

Imagine the potential number of arms and legs and lives it possibly may save, in 
mines, power plants, wood working plants, dynamite factories, paper mills, shipyards 
and any place where a rating system may be used. | ; : ; 

We employees who attend Safety Council Meetings in the various zones, especially 
request the National Safety Council to investigate the possibilities of adding the item 
or quality of Safety to any rating scale. 
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In conclusion, it is only fair to state that Essex Power Station mentioned 
in this article is the possessor of a certificate of award in recognition of meri- 
torious safety record throughout the no-accident campaign recently conducted 
by the Newark, N. J. Safety Council. 

It is the writer’s opinion that even better results in Safety could be at- 
tained with the help of the rating scale. 


Group Insurance in Industry 


By MarsHatt Dresoip, Personnel Manager 
French Battery Company 


ees majority of people in personnel work are probably somewhat familiar 

with Group Insurance and undoubtedly many have such a plan in force in 
the plant. It is our intention to touch on the more important points of this 
plan and attempt to clear up and answer any questions relative to the above 
which you may have. 

Group Insurance is a form of legal reserve life insurance which affords 
mass protection without medical examination to any and all groups of 50 or 
more employees of a single concern. It is designed to cover all, or not less 
than 75 per cent of each group insured under the single contract, and no ex- 
ceptions as to age, health, sex, hazard of employment, race or nationality are 
made. Group Insurance is primarily for protecting the worker and his 
family against death from any cause for as long as he or she may be a mem- 
ber of the insured group. At the termination of employment the group policy 
may be transferred to any other desired form by paying the premium as 
charged by the Insurance Company. 

Group Insurance has marked as its origin, 1911, the year in which the 
Equitable Life Assurance Society negotiated contracts with two small groups 
in New York. Prior to 1911 a little experimenting along this line had been 
made but 1911 is considered the real beginning for the Group Insurance Plan. 
Under this first plan all the employees of the plant were given a policy, free 
of charge by the company, to protect them against death, sickness and acci- 
dents. The primary purpose of this plan was to reduce the labor turnover of 
the plant which at the time was 35 per cent and within a year the turnover 
rate was reduced to 15 per cent, the decrease was attributed directly to the 
good-will resulting from the installation of the Group Insurance. Whether 
this be true or not Group Insurance made a very good start and has used the 
reduced labor turnover argument to a considerable advantage. In the above 
mentioned plant it was found that 53 per cent of employees carried no insur- 
ance whatever and the insurance of the other 47 per cent only averaged $150. 
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On these facts group insurance justifies itself both in business results and in 
human benefits. 


Since 1912 to the present time Group Insurance has made a rapid and 
widespread growth. In 1911 the annual income of the Equitable in the Group 
Insurance field was $4,096.83 as compared with $6,534,558.75 in 1924. Group 
Insurance, as every other new endeavor, met with legal opposition and a meet- 
ing of insurance commissioners in New York was held to define it in legal 
terms. Ina word the definition resembles in all details that given in the fore 
part of this topic. Within the past few years Group Insurance has been ex- 
tended to reach units of militia and labor unions. 


Group Insurance is written under two forms, the Non-contributory and 
the Contributory Plan. 


1. Non-Contributory Plan 
a. All employees in the classes covered are automatically insured after the 
waiting period has elapsed. 
b. Employees contribute nothing, company pays entire premium cost. 
2. Contributory Plan 
a. Newer Plan, originated in 1917, in which employees’ acceptance is voluntary 
and the employer joins them in paying part of the premium cost. 
b. Employees must signify intention to join group and give employer authority 
to make necessary deductions. 
c. Employees must accept plan within 60 days after becoming eligible. 


There are various methods of fixing the face value of the individual 
policy and the chief general methods are mentioned below: 


1. The flat sum plan 
a. Employees given a $500, $1,000, $2,000 policy, etc. 
2. Grading amounts of insurance according to salary received. 
a. There is a stated maximum and minimum in this arrangement. 
3. Length of service plan. 
4. Working class to which employee belongs 
a. Laborers entitled to fixed amount. 
b. Foreman entitled to fixed amount. 
c. Executive entitled to fixed amount. 


These various plans are often combined with each other to suit the indi- 
vidual groups and demands. 


Group Insurance in Operation 


A great deal of the success of a group insurance program depends upon 
the care with which it is introduced, although this is more particularly true 
under the contributory plan, it is important in all cases. Special stress should 
be laid on the value of the insurance, any kind, group or otherwise, to the 
worker. A personal letter from the President of the Company forms a very 
effective method of introduction for the Group Insurance Plan. 


In the contributory plan posters, special meeting, letters, noon hour talks, 
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and personal interviews are effective in the installation of the insurance. After 
it is once installed the effectiveness of the insurance remains largely in the 
hands of the Personnel Office. The best and most convenient method of 
carrying out this plan is to incorporate the insurance application as a part of 
the employment routine. In many cases the insurance application will be 
signed as a matter of course but even so, the employee’s signature indicates 
his sanction of contributing for the insurance. The employee, upon registra- 
tion for work, learns of the rates and amounts of insurance, and after a 60- 
day waiting period, becomes eligible for the insurance. When an employee 
terminates his relations with the company, he may convert his policy within 
31 days. The insurance company is informed by the company of the termina- 


tions and they in turn usually communicate with the employee advising such 
conversion. 


Work of Group Insurance 


With the rapid growth of industry the human contact between the em- 
ployee and employer somewhat disappeared, but with the introduction of 
Group Insurance many of these factors have returned. Group insurance is 
frankly a bid on the part of the employer for cooperation from the worker, on 
the basis of constructive interest shown by him in individual workers and their 
families. In other words, Group Insurance is one means of securing the good- 
will of the worker and keeping the fact before him that there is a heart in in- 
dustry. However, Group Insurance is by no means a cureall for labor trouble 
and lack of cooperation and the employer who contracts for it with this in 
mind is doomed to a sad disappointment. The distinct factors of Group In- 
surance are as follows: 


1. Indicates to employee that industry has the human element in consideration. 

2. Makes for a healthy morale. 

3. Establishes a feeling of good-will between employer and worker. 

4. Is a service devised to eliminate in a measure distress, unhappiness and sometimes 
poverty which results from the death or permanent and total incapacity of the 
worker. 

5. Eliminates to a degree worry on the part of the worker that his family will be 
cared for. In this respect the worker is in a better frame of mind while at work. 
The knowledge that the family is to be cared for, not out of charity, but out of 
funds paid for by the employee’s own labor, takes a great weight from his 
shoulders. Employees would not insure themselves without the group plan and 
statistics show that less than 40 per cent of them do. 

6. Provides insurance for workers who probably would not have insurance because: 

a. Not easily approached by salesmen. 

b. Misunderstanding of insurance. 

c. Lack of interest. 

d. Can’t afford it. 

e. Physical defects make it impossible to get insurance. 
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7. Even with termination of employment the worker has privilege to convert policy 
to a regular life policy without medical examination. 
8. Eliminates the “pass the hat” method. 


9. Creation of better reputation of company as a good place in which to work. 


In spite of the many advantages of group insurance we find some crit- 
icisms of the plan. Chief among them are: 


1. Cost to employer would better be put in the pay envelope. This is not a very 
strong criticism because the average cost per 1,000 to the employer is 87 cents. 
2. Only effective during employment and few take advantage of conversion privilege. 


To the employer the humanitarian and economic motives represent the 
greatest value attained from Group Insurance. Under the former, many em- 
ployers feel a sense of moral obligation to the worker and feel that Group In- 
surance offers an avenue of practical benefit by which they can repay him. 
This motive, however well meant on the part of the employer, is the basis for 
labor’s criticism of Group Insurance. Unions take the attitude that such a 
sense of moral obligation can be better satisfied by an increase in the payroll 
or an improvement in the working conditions. The genuine desire of em- 
ployers who favor Group Insurance is to help the worker and his family, 
promote the good-will and raise the morale of the plant. Industry today is 
coming more and more to recognize the human element in its plants, and at- 
tempting to cultivate its cooperation. This is only possible in a plant where 
morale is high and good-will between worker and employer a fact. 

A report printed in 1926 provides a study of the questionnaires which 
were sent to 413 companies having Group Insurance in force: The follow- 
ing results indicate the various motives and opinions of 52 employers: 


1. General promotion of employee good-will..................000- 36 
2. Toe Grete “WANs THE TAL oo o.oo.ce cei cccesincsssacrnsecweies 22 
3. To create a desirable influence in the home..................... 14 
4. As a substitute for baskets, presents, etc.......... 000 e cece ee eeee 10 
S. Creaiton Of SOO FEMMAION. 2g. occ cinceie co sscccsiiosecccedoenes 9 
6. Supplementing the benefit societies............. 0c cece cece eees 7 
Fi ED IS SE No orice dencncnivdcudsccanectesuners 4 


The future of Group Insurance is bright and at present between 15 per 
cent and 20 per cent of all industry has the Group Insurance Plan in force. 
Due to the greater percentage of large shops covered, it is comparatively safe 
to say that one-fourth of all the workers in the United States are protected by 
it. Many leaders of this insurance plan have the impression that employees 
will in the future demand the insurance upon their employment. If this be the 
case, Group Insurance in industry will be considered one of the large factors 
closely related to conditions in industry. Group Insurance has taken a great 


step since its birth in 1911, and without doubt its development in the future 
will be much greater. 








> 








aly gO 


SR, nN 


——— 








Preparation of a Mental Test’ 
By Eucenet J. Bence, Chief Statistician, Philadelphia Rapid Transit Company. 


- IS necessary to distinguish between tests of capacity and tests of acquired 
ability. For the purpose of this paper the preparation of an acquired 
ability paper test will be considered. A test of clerical ability constitutes a 
good example. ; 
Tests must have objectives. It is not feasible simply to prepare an em- 
ployment test—it must be a test for something. It is usual to prepare a test 
which will aid in selection for a particular job or group of allied jobs. 

After the job or jobs, for which the test is intended, have been selected, 
job analyses of them should be made. In general these job analyses indicate 
duties, working conditions and requirements. 

Sample test questions are then prepared. These questions may be either 
abstracted from the actual problems encountered on the job or they may have 
certain points of similarity to the actual tasks. 

The general form of the test is important. There are two main types in 
use: 

1. Tests in “battery.” 
2. “Omnibus” tests. 


In the battery form of presentation two or more types of test are given 
in succession. In the omnibus form of presentation items from two or more 
types are alternated in a predetermined sequence so that the first few questions 
will provide samples of each type of test used. 

There should be carefully prepared instructions to the examiner and 
carefully phrased instructions to the examinee. It is not unusual to have the 
examinee answer sample questions to denote his comprehension of instruc- 
tions. When this practice is followed the sample questions are often referred 
to as “Shock Absorbers.” 


Arrangement of Questions 


As far as can be determined in advance, questions should be arranged in 
order of difficulty, in order that the applicant or examinee will not waste 
precious moments on a difficult item which appears very early in the test, so 
vitiating his final scoring. If no time limit is placed on the test the im- 
portance of this arrangement becomes less. 

Attention should be paid to the ease of scoring. If questions are phrased 
so that the applicant may give his answer in his own way (known as the free 





1A paper delivered before the Test Group of the American Management Association Wednesday, 
November 30, 1927. 
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answer method) the examiner is obligated to considerable time in scoring the 
test blank. The controlled answer type of question is usually preferred. Oc- 
casionally the phraseology is such that the answer is either right or wrong, 
yes or no, or some other choice of two alternatives. This type of question is 
weak. An extension of it appears in the multiple choice question wherein the 
applicant is asked to select the correct answer from perhaps three, four or five 
possible choices. In general it is preferable to have the question so phrased 
that there is but one correct answer which the applicant must produce from 
his own knowledge without any aid such as afforded by a multiple choice 
method. In Army trade tests this single choice method was referred to as the 
keyword principle. 

It is usual to compile a fairly large variety of questions which may be 
tersely answered rather than a few questions which might be answered at 
length. The number depends to a large extent upon the time demanded of 
the applicant and the examiner. In general the reliability of the final test 
score varies with the number of questions on which it has been based. 


The Tentative Test 


The tentative test of, let us assume, 100 items is either typed or pre- 
pared in duplicate form. If it is possible to administer this test to a large 
group of persons engaged in the work for which the test is intended, it is de- 
sirable to do so. Usually, however, the test-maker is not so fortunate and 
finds himself limited to a relatively small group of persons to aid him in val- 
idating the test. A very simple way is to select perhaps ten employees who are 
very successful in the work for which the test is being prepared and ten who 
are quite unsuccessful. The question of criterion of success is always difficult. 
Wherever possible such criteria should be objective, such as units of produc- 
tion, rejections, waste, piece rate, earnings, rate of speed, etc. Where it is 
impossible or impracticable to secure objective criteria, standardized judg- 
ments of superiors should be secured by the use of carefully prepared rating 
scales. The entire question of rating scales deserves separate consideration by 
the investigator but does not fall within the scope of this paper. 


Methods of Comparison 


After test scores have been secured they should be compared with the 
ratings or other measures of successes. There are various ways of making 
such comparison. One of the simplest is by use of the fourfold table. 

Under the fourfold table plan of comparison tests scores are classed as 
either good or poor (above or below average) ; ratings or other criteria are 
similarly divided. Each employee is then given a grade on both test score and 
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rating. The number of employees who receive two good ratings or two poor 
ratings indicates the degree of agreement between test scores and ratings; 
those receiving either poor and good ratings or good and poor ratings show 
disagreement between the two variables. Not infrequently this agreement is 
expressed in per cent. Thus, of the twenty employees who have been selected 
for test work, the division may be as follows: 


7 good in test, good in rating 
3 good in test, poor in rating 
8 poor in test, poor in rating 
2 poor in test, good in rating 


In this instance there is agreement in 15 out of 20 cases, or 75 per cent 
agreement. 

A more accurate method of comparison, especially where the number of 
cases approaches 100 or more, is by use of the Pearson coefficient or correla- 
tion. This coefficient expresses mathematically the extent of agreement be- 
tween two variables allowing proper weight for the extent of disagreement. 

A similar form of mathematical comparison is afforded by the Spearman 
method of rank correlation. This coefficient does not allow proper weight for 
extent of disagreement, but is easier to compute. 

Another method of comparison is to indicate the per cent probability that 
an individual with a given test score will attain a given ranking in production. 
This is usually referred to as the probability method. 

Sometimes a mere comparison of averages suffices but this method is 
weak in that it fails to reveal the amount of overlapping which has occurred. 
For example the ten employees ranked as good may average 81 points in our 
tentative test ; the ten employees ranked as poor may average 71 points. This 
condition shows in general that high scores in a test will point out individuals 
who most likely will be rated high in production by their superiors. But the 
method fails to show how many of the poor group exceeded 81 points, the 
average of the good group. 

After a tentative test has been administered to a trial group, one or more 
revisions will usually be necessitated. It is now possible with fair accuracy 
to arrange items in order of difficulty. It will be found that certain items are 
so simple that they have been answered correctly by all examinees; others 
are so difficult or so ambiguous that no one has succeeded in answering them 
correctly. Both types fail to differentiate within the group tested and should 
either be revised or eliminated. Questions should be carefully studied for pos- 
sible double interpretation or other ambiguities. In this connection the wise 
examiner will take notes as he administers the tentative test showing what 
questions were asked by the examinee or what items afforded unnecessary dif- 
ficulty. It will be found certain questions involve so much time that they will 
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have to be eliminated. It is not unusual for one-fourth of the tentative test 
to be discarded in its first revision. 

We have mentioned a manual of instructions for examiners to guide them 
in the administration of the test. This should include a section giving instruc- 
tions for scoring the test. 

There are numerous shortcuts to the scoring problem. The use of 
nemonic symbols or words will frequently aid. With paper tests there is 
generally a transparent scoring stencil which is placed over the applicant’s 
answers. On this stencil are recorded the correct answers. The applicant’s 
responses should of course coincide with the answers shown on the stencil. 
There should be a place on the blank for the examiner to record errors and to 
summarize the individual parts of the test for a final summation into a total 
score. 

After the test has been revised it should again be tried out with employees 
performing the actual tasks. If possible a second group of employees should 
be selected to eliminate the learning factor from having taken the test previ- 
ously. Comparison with criteria should be made in the same manner outlined. 

When it has been demonstrated that there is a relationship between test 
scores and success on the job (as measured by the criteria used), tables of 
comparison should be prepared. As previously indicated, these tables may 
show the percentage of probability an individual with a given test score will 
achieve a certain standing in the criterion. If the Pearson coefficient of cor- 
relation has been computed it is a simple matter to work out the regression of 
test score to criterion and so predict a point score in the criterion from a 
given point score in the test. 


Interpreting Test Scores 


A simple plan of interpreting test scores is to indicate the decile in which 
a given score falls. Under this plan it would be stated that applicant A re- 
ceived a test score of 84 points which falls in the second decile, or tenth of the 
entire group. An extension of this plan whereby the entire group is divided 
into 100 parts instead of 10 parts is known as the percentile method of com- 
parison. Under this plan applicant A might receive a percentile score of 88, 
which means that he exceeds 87 per cent of applicants who have taken the 
test. 

In my experience selective tests might better be called rejective tests. 
There is some assurance that an applicant who makes a low test score on a 
test of proven value will fail on the job; there is no corresponding assurance 
that a high test score means success on the job. The employment interviewer 
should rely upon test scores to aid him in his judgment but he should not lean 
upon them. 





